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TREASURY FOR SYVRUD AND FAUVER 

E.O. 11652: N/A 
TAGS: EFIN, GW 

SUBJECT: GERMAN GNP: AN EMBASSY PROJECTION 

1 . ON THE BASIS OF PRESENT POLICIES (INCLUDING THE 
STANDBY GOVERNMENT INFRASTRUCTURE PROGRAM) WE PROJECT 
A 4.0 PERCENT INCREASE IN GERMAN REAL GNP FOR 1977 
OVER 1976. IF THE GERMAN ECONOMY STOPPED GROWING 
COMPLETELY DURING 1977 AND JUST MAINTAINED THE 
LIMITED OFFICIAL USE 
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SEASONALLY ADJUSTED QUARTERLY GNP WE PROJECT FOR 
THE FOURTH QUARTER OF 1976, REAL GNP IN 1977 ALREADY 
WOULD EXCEED 1976 BY 1.7 PERCENT (THIS IS THE SO- 
CALLED OVERHANG). OUR 4.0 PERCENT GROWTH PROJECTION 
THUS IMPLIES ONLY VERY MODERATE GROWTH DURING THE 
COURSE OF THE YEAR. ANOTHER WAY OF ILLUSTRATING THE 
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SAME POINT IS THAT OUR PROJECTION IMPLIES A LEVEL OF 
REAL GNP DURING THE FOURTH QUARTER OF 1977 ONLY 
3.2 PERCENT ABOVE THE FOURTH QUARTER OF 1976. 

TABLE I 

GNP, FEDERAL REPUBLIC OF GERMANY 

(CONSTANT 1962 PRICES. PERCENTAGE INCREASE 
OVER PREVIOUS YEAR) 

1976 1977 

PRIVATE CONSUMPTION 3.3 4.5 

PUBLIC CONSUMPTION 2.9 2.5 

INVESTMENT IN MACHINERY & EQUIPMENT 6.6 5.0 

CONSTRUCTION 2.0 2.7 

INVENTORIES (IN DM BILLION, 

1962 PRICES) (7.9) (7.2) 

NET FOREIGN BALANCE (IN DM BILLION, 

1962 PRICES) (13.6) (14.8) 


GNP 5.5 4.0 

GNP DEFLATOR 3.5 4.2 

PRIVATE CONSUMPTION DEFLATOR 4.5 4.5 

2. WE PROJECT OVERALL GNP GROWTH AT A FAIRLY STEADY, 
BUT MODEST RATE DURING THE FIRST THREE QUARTERS OF 
1977 BUT DO NOT SEE THIS SPARKING AN INVESTMENT BOOM. 
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ON THIS BASIS WE BELIEVE THAT THE ECONOMY IS LIKELY 
TO PRACTICALLY STAGNATE BY THE FOURTH QUARTER. IN 
CONSIDERING THE DIFFERENCE IN DEVELOPMENTS BETWEEN 
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THE TWO HALVES OF THE YEAR PRESENTED IN TABLE II, IT 
MUST BE BORNE IN MIND, HOWEVER, THAT THE BOOST TO THE 
GROWTH RATES PROVIDED BY THE "OVERHANG" (SEE PARA 1 ) IS 
GREATER DURING THE FIRST THAN DURING THE SECOND HALF. 

TABLE II 

GNP, FEDERAL REPUBLIC OF GERMANY 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 BONN 21457 02 OF 02 221149Z 

(CONSTANT 1962 PRICES, PERCENTAGE INCREASE OVER 
PRECEDING HALF YEAR, SEASONALLY ADJUSTED, 

ANNUAL RATES, ON BUNDESBANK BASIS) 

1977 

1ST HALF 2ND HALF 

PRIVATE CONSUMPTION 7.2 1.0 

PUBLIC CONSUMPTION 2.6 3.0 

INVESTMENT IN MACHINERY 
AND EQUIPMENT 7.0 6.1 
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CONSTRUCTION 3.0 0.0 

INVENTORIES (DM BIT ETON. 

1962 PRICES, NOT AT 
ANNUAL RATE) (3.0) (4.2) 

NET FOREIGN BALANCE (DM BIT .LION, 
1962 PRICES, NOT AT 
ANNUAL RATE) (7.0) (7.8) 


GNP 4.8 3.0 

3. OUR OVERALL PROJECTION FOR 1977 IS LOWER THAN 
THAT OF MOST GERMAN FORECASTERS PRIMARILY BECAUSE OF 
A LOWER PROJECTED GROWTH OF INVESTMENT IN MACHINERY 
AND EQUIPMENT. WE ARE RELATIVELY OPTIMISTIC ON THE 
GROWTH OF PRIVATE CONSUMPTION IN PART BECAUSE WE 
FORESEE SOMEWHAT HIGHER WAGE SETTLEMENTS THAN ASSUMED 
BY MANY OTHER FORECASTERS. WE DO NOT FORESEE A 
SIGNIFICANT IMPACT ON GERMAN REAL GROWTH RATES BY 
THE OIL PRICE INCREASE. 

STOESSEL 
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